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Objectives

Rabobank

1 Analyze the experiences of agricultural producers over the last year and explore future expectations.

1 Examine confidence levels in both the agricultural and broader economies.

Methodology

The Rabobank U.S. Farm and Ranch Survey
originated in Fall 2008 and is produced semi-
annually.

Additional components have been

added to the Rabobank Spring 2010

U.S. Farm and Ranch Survey, including an
examination of the variations in farm types (dairy,
beef, arable, etc.) and a new question relating to
profitability.

Sample size was increased to provide greater
regional accuracy. The number of interviews
conducted was increased to a total of 594 as
compared to the August 2009 sample of 455.
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The insights of agricultural producers
(farmers/ranchers) in three major U.S. agricultural
regions were gathered by Kaliber Americas using
Computer Assisted Telephone Interviews (CATI).
Interviews were conducted in the last two weeks of
March and early April.

The sample group had a Gross Farm Income (GFI) of
over $250,000 with further splits for higher income
groups in the areas described in the Census
Regions Section of this report. Further details on
the statistical process can be found in Statistical
Methods.
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Executive Summary

Though business conditions remain difficult in all
regions, there are positive developments since the
Rabobank Fall 2009 U.S. Farm and Ranch Survey.

The key benchmark indicator is the Rural
Confidence Index (RCI). The current index level is -
31 (negative), compared to the all-time low of -36
(negative) in the Rabobank Fall 2009 U.S. Farm and
Ranch Survey. This is an indication that many
producers still see difficult times ahead.

Significant variations:

1 Particularly dairy producers, and to some
degree beef producers, show much greater
optimism than arable producers. This however,
has to be put into the context of very difficult
2009 trading conditions for livestock producers
mainly in the dairy industry, which saw lower
farm gate prices caused by multiple events

including a serious decline in U.S. dairy exports.

The RCl for dairy producers was -14 (negative).

1 Arable farms have the lowest confidence levels
going forward with key concerns being lower
commaodity prices and rising input costs.

1 Regional differences include the Western
Region lagging behind the North Central and
Southern Regions in many areas of
measurement. The North Central Region
actually reported a reduction in input costs in
the last year and had only modest projections
for cost increases in the next year.
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Rural Confidence Index (RCI)

measures the percentage of
agricultural producers anticipating
an improvement in conditions

in the next year, compared to those
expecting deterioration.

There are a few signs of a potential recovery, but
they are at best patchy. If there is to be a recovery, it
is by any measure going to be a jobless one with
many agricultural producers intending to further
shed labor in the next year.

Agricultural producers consistently cited their own
individual concerns lower than their concerns for
the economy as a whole. And for the first time since
the inception of the Rabobank U.S. Farm and Ranch
Survey, there has been a significant upward trend in
the intention to purchase land in the next year.
There is also a greater likelihood of purchasing new
over used machinery, compared to previous
Rabobank U.S. Farm and Ranch Surveys.

An encouraging sign was that agricultural
producers did not quote credit availability and
concerns as a major problem, suggesting that
agriculture remains a stable and long-term viable
industry.

Finally, agricultural producers still rate their overall
jobs as very difficult.
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Although every region still had over half its producers suffering income levels worse than the previous year, this
represents a significant improvement from the Rabobank Fall 2009 U.S. Farm and Ranch Survey where most
farms (over 74% up to 82%) reported a deterioration in income (a positive 24% change indicates 24% of
respondents feel more positive about their income).

Percentage Stating Income is Worse
(compared to last year)

Fall Spring

Region 2009 2010 Change
North Central 82% 58% +24
South 74% 51% +23
West 76% 63% +13
N=594

There were only modest deviations in terms of numbers of employees, ownership/tenancy and farm size with
two notable exceptions:

1. Beef producers where the ratio of improved 2. Farms/ranches in the Western Region with a
income less deteriorating income was only - GFl of $250,000 to $0.99 million where the ratio
10% (negative) of producers (N=74), compared of improved income less deteriorating income
to the national average of -32% (negative). was -53% (negative), compared to the national

average of -32% (negative), showing that
smaller western farmers suffered more than
proportionately in the previous year.
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Future Income Expectations

The expectations for future income provide the
highest index value since the inception of the
Rabobank U.S. Farm and Ranch Survey with
approximately equal numbers of producers
expecting an income improvement compared to a
deterioration in the next twelve months.

Rabobank

In the North Central and Southern Regions, the
larger farms ($1 million to greater than $3 million
GFl) and those with larger numbers of employees
(greater than three) were making the most
optimistic predictions on future income, whereas
the trend in the Western Region was less clear.

Percentage who consider income will improve in the next year less the percentage who consider income will deteriorate. N=594.

Producers with a livestock component (dairy, beef

or mixed farms) also tended to be more optimistic

about future income as were owners (compared to
tenants) in all regions.
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Dairy producers were relatively optimistic on
income going forward with a two and a half to one
(2.5:1) ratio of producers anticipating improved
income compared to a fall in income. Additionally,
more beef producers anticipate income rises
compared to falls.
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Profitability
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Profitability Compared to Previous Year

This was a new question for the Rabobank Spring
2010 U.S. Farm and Ranch Survey. Even if income or
expectations of income are rising, if costs are rising
proportionally faster, profitability can still decline.
43% of producers reported a decline in profitability,
compared to 24% reporting an advance in
profitability. Less than 10% of producers reported
serious economic distress (“much worse” category).

Significantly, although the number of respondents
reporting an income rise compared to those
reporting a fall is -32 (negative), the equivalent
figure for profitability is -20 (negative), indicating

‘Other’ category represent either 'did not know’ (N=20)
or 'refused’ (N=1). N=594.
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flexibility and initiative in controlling costs. One
widely reported example of this was arable farms
taking a break from using phosphate and potash
fertilizer inputs and using the available soil reserves
of these macro nutrients.

Note: This can only be presumably accomplished
for one year without serious yield
consequences, especially after the record-
breaking 2009 harvest where the USDA stock
report (Jan 12, 2010) indicates a record corn
crop of 13.2 billion bushels (to be confirmed
Jun 30, 2010).
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Future Profitability Expectations

There are still slightly more producers expecting a decline than an improvement in profitability in the next year
(8%), but by any measure it is possible to detect a very cautious optimism with improvements over the previous
year in all categories such as:

1 Less seriously distressed producers (7% f  Less producers in the “somewhat worse
compared to 9% a year ago) category” (26% compared to 34% a year ago)

1 Less producers predicting a decline in As with the section on Income, the Western Region
profitability compared to an advance in showed a significantly worse projection on both
profitability; -8% (negative) compared to -20% previous profitability and future projected
(negative) a year ago. profitability compared to the other two regions.

‘Other’ category represent either ‘did not know’ (N=69)
or refused’ (N=1). N=594.
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Land Expansion/Contraction Plans

Size of Holding Plans

This is the first report since inception of the
Rabobank U.S. Farm and Ranch Survey containing a
significant change in land plans. Two and a half
times more producers plan to purchase, rent or
lease new land compared to previous Rabobank
U.S. Farm and Ranch Surveys.

The number planning to sell land in the next year is
also at its highest rate of 6%. A much more active
land transaction market is projected for the
remainder of 2010 into early 2011.

The most active producers in respect to land
purchases and sales were the largest farms (over $1
million GFl) and producers with the largest
numbers of employees, where 20% intended to
purchase and 11% intended to sell.

The North Central Region also stood out as an
active region with 20% of producers intending to
buy and 9% intending to sell.

Arable farms in general are likely to be the most
active purchasers.

Land holding plans one year ahead show a significant reduction from 91% in Aug 2008 to a current 78%.
However there have been significant changes in plans to buy new land.

N=594. Plans to buy/sell include both outright purchase and rent/lease.
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Section 3. Commodity Prices
Price Fluctuation Level of Concern

As previously, nine out of ten U.S. producers remain
concerned about commodity price fluctuations and
volatility.

There was little change in those who remain
unconcerned (4%), and the levels of extreme
concern (52%) remain lower than the recorded high
in March 2009 (62%).

The Southern Region had the lowest percentage of
producers showing extreme concern (33%);
however, this was compensated by a larger
percentage appearing very concerned (as opposed
to somewhat concerned) compared to the other
two regions.

The North Central Region had the highest level
(57%) in the extremely concerned category. There
was little variation in producer types.

N=594
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Commodity Price Concerns
at a Glance:
I Over 90% of producers show some

level of concern regarding
commodity price fluctuations.

9 Producers with extreme levels of
concern have slightly declined.
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Section 4. U.S. Agricultural Economy and
Financial Concerns (featuring the Rural Confidence Index)

U.S. Agriculture Current Situation

Confidence at a Glance:

{1 Rural Confidence Index shows slight
improvement, but remains depressed.

I Major differences in confidence by
producer type.

94% of producers remain concerned about the
agricultural economy with little regional variation,
remaining little-changed from previous Rabobank
U.S. Farm and Ranch Surveys.

N=594

There have been some subtle changes (and improvements in some regions) since the Rabobank Fall 2009 U.S.
Farm and Ranch Survey. In the extremely concerned category, there is a smaller proportion of producers in the
Southern and Western Region; whereas there are more producers in the North Central Region (a positive figure
in the table indicates an improvement in conditions).

Region Aug 09 Mar 10 Change
North Central 26% 35% 9
South 40% 33% +7
West 36% 32% +4
N=594
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Producers continue to express more concern in the
overall economy than in their own individual situations.

A higher number of producers (81%) feel their responses
were impacted by the economy compared to the
Rabobank Fall 2009 U.S. Farm and Ranch Survey (75%),
although the highest recording was in the Rabobank
Spring 2009 U.S. Farm and Ranch Survey (83%).

N=594

N=594
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Factors Responsible for Economic Challenges

There have been very significant changes in the
factors contributing to economic challenges since
the Rabobank Fall 2009 U.S. Farm and Ranch
Survey.

Higher input costs are still the main concern in all
regions and by all types (from a choice of top three
concerns) and also remains the single biggest
concern. However, the level of concern over input
costs (single factor) has dropped from 58% of
producers to 39% from one year ago. All producers
in all regions and all types identified lower
commodity prices as the next largest concern (from
a choice of the top three).
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When offered a choice of the most important single

factor responsible for economic challenges, higher

input prices still predominated, but weather

became a much more significant factor. This was

particularly in the Southern Region (21% of

respondents record this as the most important
rable




































